
..A.T.E.I...Ji. NATIONAL EXCHANGEll1.EA.11L CARRIER ASSOCIATION ~

2120 L Street, NW
Suite 650 Gina Harrison
Washington, D.C. 20037 Senior Counsel and Director
Tel. 202-263-1650
Fax. 202-776-0078 Washington Office
e-mail: gharris@neca.org

July 27,2000
Ms. Magalie Roman Salas, Secretary
Federal Communications Commission
The Portals
445 Twelfth Street, S.W.
Washington, D.C. 20554

OR\G\NAL
EX PARTE OR LATE FILED

Re: Ex Parte Notice: CC Docket No. 96-45, Federal-State Joint Board on
Universal Service; CC Docket No. 99-294, Federal-State Joint Conference on
Advanced Services .---

Dear Ms. Salas:

On Sunday, July 23, at the NARUC convention in Los Anageles, Bob Anderson,
President, Ken Levy, Vice President and General Counsel, and I, all ofNECA,
Margot Humphrey, Esq., representing National Rural Telephone Association, Marie
Guillory, Vice President, National Telephone Cooperative Association, and Bob De
Broux ofTDS met with Commissioners Nanette Thompson ofAlaska, Bob Rowe
of Montana, Bret Perlman ofTexas and via telephone, with Laska Schoenfelder of
South Dakota. A representative of SBC was also in attendance as an observer. We
discussed the attached material, including the NECA Rural Broadband Cost Study:
Summary ofResults. The study estimates the investment dollars needed to upgrade
rural study area lines in NECA's Common Line Pool to broadband capability at
$10.9 billion. In light of this estimate, we discussed the need for universal service
reform for rural carriers.

This filing is being made immediately upon my return to my D.C. office from the
NARUC convention in Los Angeles. In accordance with Section 1.1206(a)(l) of
the Commission's rules, two copies of this Notice are being submitted to your
office for the above-referenced proceeding. Please address any questions to me.

Sincerely,

~
Cc: B. Perlman

R.Rowe
L. Schoenfelder
N. Thompson



.J," -~

........ )

, "

"

/t \ \:. ~\:}; ,

'-
".1. .... ':,~- -. ' .. .~ ~ I:

r~~' .'

.;:.'~'l~~t~~i~~
..,;..,:~:;

, .',
, '~. . ,~

"

. ~ . ~
... :.:,"'"

.:-.~.;

,,',,

High Cost Support~t,
Embedded: Cost Mec1i,Q.nisn1;H':~"

. .. - ,- ~

July 20-21, 2000 Seattle, Washingt,qn
, .,'""( , ' ' "'-, ~ '... , " "'J,"'~11 :.'~:.- •

" .:' '. .:.~ ~ :

Presented to: Rural Task"Force<:', ,

.' .~\

....;

"), :'7

••.• i

;~ ..~::,
.::,:..~~,.

~......

,.•,:,,1 -.

..,' : ....... ~,.
'--,

.....

. -

)'. ~.~~~i'~·,
<;t-f; ;T~

:.::;/i ':-:: ~X";

,~ ~ .~

.,.':.:3"'·

.."- ..

-;.

.."

.",
."'.. -:

; ,<.:

'-/;~~"..1.>

. ,<~);~~:;/ ' ~
,,'" ., I,. ,.( ,.~.:dt-h..~-~.

(:",~:~:J//~-~~<.

. ......
~~.: ',~> ".I~~~;'~ I '

. - ;:~/~'"

.' ,':~\:t: ~:;;:,~': .:"'... :~';(~1~

-~,~;::
.••- .. -,v ..."

.- -~.'

.,
~
I"~"

,~."

',', '~)it~~:
. '" '. ,'~ ~

- t- -

.,,: •'.~' <:: '.'
..,.,~ J.. _

~' • .J-"

"!" .

"

.I.:~~~ ~'~~' " ."f

,~,'; ~.- '

. :~~~

~':"":::~:r~:

'-:,,~.

"'1,- .

~,.. -;.:. .~,

"ff; :'­
~ ,-:;.' ;'

' ......
~ "-~' ,,-

. ,f~';:'

"-':~ '._ ·<>·:1~·,~t,~1;::~~:'

": '·oi~

,;;,

"\

" r ...";.'

! ·r;~;'\r; ..,

, 'i

~ ~:-,

... ~. :r't: ~

~., I

• • j
- r ..~-:'~' ,:"

."

',>

"
-, t

' .......

'1"-

'.':<

~'.



,< 'i..: . l J

~ ::- .
. ,- ~T'

' .. ,"

'.~ r ..

:~... . .:~

"

OVERVIEW
.f,

j "~' 1:'

. ~-~ -' ,',
"~~.,~.:: ..

.'.; .

:J;i

"'("'

.i.,:

"-.'~<-;'T;

~ ,'.•..

'-'lt~~ _;'-;:.,r I

~:>

. ~.

...
.'- - ~ ...- . '. "~ .... - I-";'~ ~

l-
-. ~';;": ~

",','" . ,.J'

','
I,,, I
" ~I

..

',.,

"',.
i·,''-

l. ~,

.....
"

'. -

,,~.~: .

. .~. '-:"',:'"
,'.. :, .-;.:',

. . .

,'i;"~;~~ '""" ',' ~;c~(;f;~'f,,\;

". <~: '.<~ . '''.:.:~;:J? '>',::'
~.~

~~:, '~!~

..,;,.'

";:1,'

~.

\ . ~

Continues to be based on'telationshipto"National AV'erage Co's't ; .

per Loop (i.~., >115% of.NACPLrec,~~~,¢~§uPP.Qrt).:, :',\.';;~J,.,~.:::.;':'~.:;.~ .,"':',.~ :',:':',::;;.:~}:~:;~:
" ". ~;' :'" ... ~:'._ ~'~,,_ .'.. I ,,'" ."~'_'. : ...~ .•. '" •• ...-.:_::-.•~ .•_ •. ,·.. ~:l

• Subject to certain .limitations ,-, ..~~: ..... .:r;~~ "". ~. - .'" ':, .' ;;:;:~ ··t~'·.~~' ,;-"~",:~" ~,>:
" .'-•.~' ..•. 1 _.~'t.r-':~I'. "._ , __ :'1.; .... -.I..~~,;. ~.'- _ '.'~.:.,.. ,.,._....~,.,~"._'.: .<_,:'

Data collected and filed by NECA,·ptogra!TI,..adrhlniste.r~~.,by··;:· :f~: ..·. :_~~
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,'•••• !:. •••

. i",
').""~

-0\.

RURAL CA~RRIERHlGH COST SUPPORT. . .

".

•



j" , _, ·:l~·~-·" . ~~.,"::~-..

1'" • ::. ~

'C', ,", r.~.,~,~.;:,~, ~':

" '. . ,'0..". :"> '. '. '"J >•. ;::~·:'::'1

-: - . . . - ~ ~ . . ........, . . . •. ~ - .;~'-.'-:'-."_ ·~,'.~_.• 'r~ '~~.

• FCC Rules require all incumbent local exchange carriers,·to'" :'''~ ..~;.'::
. .' , '. . . . , . . , ",~.' i· ,

1 submit certain investment and expense data to'NECA' ..... ,' '::<j~r:~'

-' non-rural carriers required tosu\ltrlit, data.quap:~dy:2;}~,;':'~;j~~~!~
- rural carriers required to'·submi~.:'<iata·:~hlnuallY:but'·1hIlY~:"--;;~~~~(~~}:'~':

update data quarterly on a voluntary basis ',' "" I"~ :'<~~t,/:

, "" , ,", ",<'i:',~;~,

• Data Collection FOTIn in'~hlde(f as ·Att~chm-~·n{A·,.t6:~'~' ' .. .::';'~'~:~·~:"{L;;ii,;{i~;
, , . ' ' .. : '. .,' ." .. :. ,', '.' ..'. ..' • .: ..•• : \' ,"< -:~,'.~" ;~~;~~;....

presentation materials··:·,·· . ,. . .• .. :J. , ""'.,'. -?'; .,':.<" ..,....,.: ,'. :?~~;:.;~'::.~R;:~.i~/:'· :':'
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• Section 36.611 requires carriers to SU9rnit_,":,~ ~,-, ':'~i~'--::':
. -\ . "-, , ...:;-' "i, t . • ". I· ·'1·~ ~. '. ,

, the follo'Ying)nfoI}llat\0J'1:", " . ..\"'ct ,,:~;,)':~;\:.:
.'.,' - .,..... < " ".' """.:~ .... • •• v-· .~~ ~ ".~"~". >., ,,·ot<rV.[j'.A.

- ,Unseparated, stat~ and intersta~'~;' gr;os:~p 1~nt'Xhv:~~1ilieilt. .7~-!J~h~'"·!,:·.~~~;
in Exchange Line'Cable anef W-{re Facilities:{G&WF),·:-·-':>~::~·Y~;1f'~/:.;

Subcategory 1.3 and.;ExchangeLipe Central0ffice··':':4:~::·:
,(CO) Circuit E:quipm~nt.~ateg·orY~:·fl.l ~ .,.' .. ,.'.'.:':'.\.; .. :' ,..': >,:·'.:·';.:i;~Jrif<;~,:

. '" • , ';", ,: ., •. • ,,",,.:..-t. : . - ~' .• ' "! ,: ,,:\~;.tl; ..~. , ..:.~~ .. ": ',:~.I,.::;:,;f,#l;.t~~~

-, '. UnseparateQ accu11lulate,g depreclat:io,J;l ~rid .rion~6l1fr~riJ~··-s··~~t;·~L~.::":.;
'_ .'..~ "'~-. "~" •. - . - , "',.' _ ". -~ ' ;".,/J·~:,:.i .•,1i'., · ..,'·

deferred' federal inc'orne tax~s,'alttibutabie' to\\l~Sxch.ange"v~:~~~:l~:;.t:_· ,;
Line C<%WF Subcat~,gory 1.3, il}v~~tment,aI!d~i •,"} '" .. ',A' :

.;., ."'" ~-~ '. "'~~' : - ".' , ..... ' .•. " ,,~.>

. ...',' ... Exc~ang~;~.L-in~ GQ "§iI.c<~it Eq\lipm.~nt· c;at~'g9fY:.:4 ~J~ .;::}:;;··t··i"'\:r;{..,:~...



::~ '. ,.... --',
.' ....

,','

.DataCpllectiol,1 Proc,t:ss. (c9nt.}";'.~;I':~"
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1. ~~ ...• :'" ._.' "I

, ':'~.. ~. .. _ ~ ~, " '. '-.~::.' ;,. . ,~,:--" :',:

- Unse~arated depreciation expense attributabi~to . ' .....•... ,'::."" ',"
Exchange Line C&WF Subcategdry 1.3 investfuent,'.. · . '.', .:' .~,;"::. .­
and Exchange Line CO. CircuitEquipmentCate<gory·:~_-', .. ~;":,:~.-. '.-<;~~\~C: ..:

" 4.13 investment " ", '. " , .. ~' _.c·· ... "'- ":>~'~" _:~·c.,:':'~:,,>,;':,;
. . '. .. ' ....:.... , . .-' . -:.'~-\ ...; .- -'~-"'~:~<."~-i..' .:." -.,'

- Unseparated maintenance expense attributable:to:',. d'< .... '~•• ';

Exchange Line C&WF Subcategory 1.3 invest~~ntand.:::·":j~t'

Exchange Line CO Circuit Equipment Catego.!iY:·~.J3."<,L;'i~t;""
. '. .' ,' ,".. ': . ",,' .··;';.,;~-1;t:.~· .<,r,-C;"Investment . . ' ',' .... ," "":., ..., ': '. _.' ~,.. ,.. ;,
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- Unseparated corporate operations expenses, 6perating' ..'::>"~., .:~
taxes, and the benefits an.d rent portions of ope~ating''''' .' :::';~:~~.": '.
expenses. ,The~ amount .for each cate.gory. of.e.xpe{ls,e~;;/<·.:; ,';I::v.'j}~~~

. . . ,,' ,. " :" (..... '.. ,'-' ,., ""'.;"~!" .......'........ ,_ ... / :'·,.r~·-'" ..;t.':"'..: .. ,_~;~~'.,., • . r.,;,-'

.listed shall be stated separat~ly.~,~.:, :" ... '. .'.~~:>:.:.: ".: :'.~~~.".:. ,~~~:': ':::~:::~::"':'.:/' '_,~
•• • '_~"".. ~ '~w~ '-1. ,':';.. ' .: - -,', " ...~_•.~~w ••~ ,::,~,

- Unseparated gross telecommunications plant··;.·.·.:,.,:'·· .... :..· .'. ,v:,t~; ..~',:~.:
." .' _. ,.::'tf:~·.·: -..... '," r-": '. ..:' ~~ ...~~~:~.... •Investment . ".' '\, . ,~;~:r ,','.' I :~:.;;~:\~., .'

.. .'. .' .:,': '. "". ": ." ?:~';>,' :< ';.,. \"\,:~1':'~:.;.:•.
-. Unsepa,rated aCQumulated depr~ciation·ah.<;t·J1~Jii~'94trenx;,~~~··:;,:'::fj.~~il~~~

. . ~. , .' ,.. , -••...;;.j.~'-' .... , ~ .'.; . . - ,.....~ ••.':'~I~ .. t.i '" ..."" .,

•. deferred federal income tax~s attributable.Jo rt6tal;·\~'· '~L::·~>~~~·~~:;;~.'-,,£~r>:·;'::~,;
... -~: Y, _.; ~ "c"~_~ '"; •• '. • ,'- -: "~',~: "ij.::<.{" '. - ~ ·~.:.·:··S:~,.~,f>:.i!";< . .'

unseparated telecom'munications 'plant -inve·st~ynt.~· :.~,.,:,~. ~.'~:':-w ·,~1'7j:~~,~:::~:
~.' .... . ,." . "':...': "'";~'::> C.',.~' ""';;;'-i,;;, '

::"".> -.' Tota\ ·a~i9,:.,.~at~g9~Y l')~:,~VYo~l<in:g'p~QoP~ .:.••. :'~.,:.};}.,~,.. " .'-"!'~";·2:·~'·~~:::fr~·.:,;,'·
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, . ' " . . . , i • ,,~_/'l' ""i:' ::~":;::,~.{tl':.~~
•. With the data sub111itted, NECA lltiliz,~s an' ":;:9':~

.' . .' . ' . . "'l ." " '~. '.' I

algorithfil to develop il1diviclJ1al smdY~"flr~~,· ::}'::l;;,
.. . ' . , ' •. J' .. ".,.1,... .'. ':, "'" ~tdl:;,,-,;.,.O':';"""(,,',:\~;~~}.j5k~;

and the national'average loop' cost .';:c~~/'-:: .....,'>..... ,;". 'TO;:' l.:;,j.<,\":..~~~;

·USF Algorithmin,cluded as.At~ac~~~~:t'·~~:<:«~~:·4.3
t . \t t· \'t · I ~'. ':, ..'.," ,,,;t; .,,' ~ .. ':, .","" .:"~:'{~9:,~~:-;, :o prese~ a lO,n m~;.~rla: s. ,\,,~. :, ~.".~; ...j,,~., <I', ••):•.,',',••:.~,. ;/.;;1.;~:t.·.~
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E~pense.Adju~~ment'Calc1l1~~iQP:,"~1~f''':
. , . , -.~ . .',...... ~'" -::. ;?"~',:. ..:'"::,;~

• Any rural carrier (ornon-ru~alcaiier'\,"~~>""/~:";,:~~"""
, '.'1. ' '~'",' • I' '~\ ... _ • ~ . 1 " :, '~i'~~""" I .~

"receiving hold-harmless support) whq~e" .. ,,)~.';;,:
.~ . , . J . ' .' • ,.,. " .: • " " OJ -.";' '~." -. ';~" -", I. ... ", .r;"\',"· ·;."oiI". " .<~~;, ,.j r ; 1,_._.~ ..... :.':~f.:,f~~J~.~~'"

study area cost p~r loop G~~tAcBL1)~;:greatet,::}',;~;

than 115% of the'uationalaverage'C'()st pe~':·i'".ji.~)

, loop (NACPL) is eligibletO'receiveRigl1",',·,;':,Jt'
, cost supp'ort subjectto' theprevlousiy'\:~~J:>":,:{'~:i~~;

'. ."'" ' , '. ,. , . ..: ' ',' ',,', " ", ,. '. • . ~. ,~:<."i ;~, ", "C~~' ,.., , .~;~~ ,~" ;.:' ,;,' ';';: ;~ii,,:.?;:';~~'::

" describ'ed limitations '". '.: ·l:~;... , '. - .,~ ':·~-<i.;)~ ".' ,-:.;·:,~:~r~i:f~t",'.·.i
. .. ' . :,e.... . ." . ,.....~ ....',.... ,i .' ",,' IT. .'.: .'.
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Expense Adjustment. -,'
. ':

.·Calculation(conJ~.) . . l'~ ." -', - '.' I; ,,0#"'":' :

, ;. '.. " ", __ .- 'E:'. " ,'. J

• for study areas with 200,0000rfewer,. '>-':""<:"':'::j::""
,,\ ' "1" ' '-'j, ; .~:f' ',J,..l:: ' "," I~ :~t;!'~"

working Joops, the. expel)se.~dj1l~tP1e*t .,' ,;,.,'.,:.':':{;;..
_ ". ".:. ,. • _ \:q" '. I.,~ . j';,''''':_,~ ~'_, ..••, •. _. L_,I ", .,:.~.;)t~!";''''''', ~ .01".'~"~ I..... ,-;:;.C;f,.,~

(additional inters1:ateexpense"l-11Q~¢aJfbfi).;'1,~:,:;::;t;;:2:
equal to the sum'of .,", '. "-':..~:;'._::'>~j.:.;

, , ' ',;' c:: " "~ ",~~~;:, ,'''''', " "" ,~:01;;." ' .

• Sixty- five percent of the study: area av~rag~,:,<~<::' ,:~",-,,'~,,~,'::~<~~:f.,;;;,::
'. ." ,.~ "', . . ':'. " .' ", " ; L ..,/," ••... :. , • , " .. ,'" . : ' .-:1._..' ,

unseparated loop cost per, worki~g'loot{j~liexc~~'s';P,~::':·~;.~:;I~~t~~~,~~
-115'perceritof,-tlje national ,~yerag~' fOl<t4i§:.c6·st;Oilt~·.,·;.~~I:~!~{i:.,:'~::'~~

'. ~'. .,' ,:;,,_. . '~,,~ :,~_ .. '.."_ .'~ ".. 1;._.,:.... " . ~."'_ ');~~"~"'" ~~

not greater than r50 percent 6fJheT~ati:onar'<l:vei,age: ';f :'""}.\', ,:,.~

.. ' . multiplied bythe)1,umberof\¥~rkingloop~~~orth·eL~:.·;:.#.4:' .•
,~ ,,',," .':< "'.,\.:,', :tu'di

.\.·, ;,,-",l,,;':/:':i'~"'" .,<.~",••<,:'.,: ':"":;:~~';":,'.''.:~''}-'~,j''':' ", ..·.;;,~\i~;;··:·.,.,_~·.~\~.'.<.~'_ // ..i\~):;'\
- " . ,. ,,'1, '''I.. ,'," - So, ,y~,area, ..p US,.,t:~""~f; ;.-11.. i,'_"'~, t_,., :;,t:;",..t,;,,,,,.,~>:.,,'.'_, , I. ,", ••wA·~~.... ",\~",:,,~~ '::~··;!"i .._~.A'1SO\.

- ..•.••• ~. .':",' .:', ')~_; ,'- •... '··r ,:,; ..:~~r';'.' "-~/·.;:;~r} /:,~.:;','·:~r'~;:"{i':;·::?~·~~rr .;-~:
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Expense' Adjustment ,'\
,Calculation(cdn~.} , ';', .' ':,:',> ,""','

. . ......... . -
.. ,,?' ..• ,',•.

,. Seventy-five percent of the study 'area av~rage.,.",:,,' : ".'_~::,- ':
unseparated loop 'cost per working ,loop' ex~ess'"of I ;", ••,\~:'"

150 percent of the national averagemultipW~dby>the.;:j,;l:"~
number of working loops re'port~d'" ".' - ,~.: .',"-:.";':;';>'".. ,- :,:., .. ',:;~,:, .~"'~.'

• 650/0 x costs between (115;apd·150%)~pt~§,;··:··:,·,.,<;;
t • I .-" > '. • .•~, ~ ... • : I, ;,. ~;'

750/0 of cost in excess of 1500/0' ofNAGPL,. ".;".'~:;'~~",\,'

, " :..,' ~.~ /,:.:" ~i·L~~'i'~,,,:,' ::~ '~;~:~;i.~r~~:J;
, " '.,. ,J, 'J',' " '".'/" "" ,',... ,'\\ ~
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Expense Adjustment"" ." .~'"
. . ' . '.' _:1,.-

'Calculation(Gdnt} ...•.. <L.,<,:" »:;3\:;.,

• for study areas with 200,00Q o~mor~-.'\,··:':"'~;·';::; ".

. working '100ps, th~;expell~e"'~dju~tl11e~t ..•... ,'_'", ··"r,.•
• • ',;' oJ. .' ." "'~_;" ,., -. -."_ rt-;-if" ,"?, .... ,- . -' _~ ;t';'/":- .L: ;i~' :!l~:"''';.·,,~':''~l " , ..".':, h·';"~l.;·!.:-~---~l",,:~

(additional interstateexpe]J:'§e allo.~~t1bn).~is:.:·>·~c;:
• • . ' ...... (", " . L ~ .. ~ _ ", • - ~ •. ;, -.~ ... : ~. ..

equal to the sum of " .. ' .' .,,:, ",; .' "',i,"
" .,' ,~\.':' - . .' ,,~:~;, " .... '.' ,>~ ·~~:t:· :

• Ten percent of the study area~yerage uns~,p:flrated::, >:. "\.:;;:':::,.,'

. loop cost per working loor>in;e'~cess'"oflJ~~~y~rsenf~'51~1;'i~;
. ofthe national ayerage ·butP9tgie'atel>t4~n:.)·60<· ::~':~l/.~~::rj~~i~~:-::,:::7>~;

. , - .' _"'" ''I-. • - .• i _. i.~. . lJ . ,., ::, .... - _ .~~.

. perc'ent of the natjonalaverag~.n1tlltiplied"b,ythe, .:~ ..~.':~';'" ,~;t~,.\- :;:

,.,-.. . .' '. ,~ ;, ".,', " ,~,,:". ~",-,' - . .- -, -~. ~- .: .</:. , '

nl:lmb~r of workiJi'g loops f9r·th.e study.*r~~K(phlS." .:i.':' ',::x~~r .
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, ' '. ." .' ..' .;" '.' . '," .',":/';~" ",~.,'\·c;'·":

• Thirty percentof the studyarea averageu~separatecl<"':'"-':
loop 'cost per working loop in~xcess' of 16d~:percent'::.;.",,~~r~;'> :',

, of the; national average butnot;gr.eater th~n;;200(.,,~;,~, '$,;\j,;,~;
percent of the national av:~rag'~ mll.itip1.ieQ~··by,,':th¢"·!" ':::.i~?~··'~:';~:':~>' :~<:'''~,'

number of working loops for'the stlldy a:r~a:, plu.~.,.·;":'Yo,'.

• Sixty percent of the study area';average uns~$arat6d<:\,~~;"
. loop cost per wOJ;king·loopjn:~xGe:.ss~,of:20tX:P~fg.~ni·:~.:,,'·':'·':~:;~~:~~.:

of~henational~verage bllt~9tgre~tedh~.~~5Q::).1,;p.~;:~t,:''.;
.percent of the riational.aYetage~mu~!ipil~cf>by th~~- .... :~·,'.~}:~:.;:j;~!~,·· .',i

num.b.er of working loops for ~~e~t~dyare~Jpl1.ls','", .,dS,· '.
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Expense Adjustment,<;
........'Calculation(cont} ,.•... ,"',,; :~~"',:<':"""~

. ~ , . .. :~ " " ....~ ,." "".,'~. ", "

" . ~'.~.. .' ... ,~.. '. '~"".".. ,. - ~ -~""-"",~~ .. :: .. ' .

• Seventy- five percent of the study area aver'.lge-·'",':' ',' "~'.\:":

unseparated loop 'cost per working loop in~c~ss'of: 'hr.:;"
, '. 250 percent of the nationalaveragemu1tiplie~QJt"the,;::,J'~~

number of working 1nop~'fo;r:the'siUdY::ai$:a.:"~;-~~.)":",, ;',;1:'..;,;;
. " '. . ':.;' ,.,.' - ~ ".: \':~\. ,- ~ ": ':.: •,l";.,~:: ,.-~;

".' , ,'~. ,'"' , ;':)' ,':.:":', :.'.", .u: ;;:>,/~:.

•' 10% X costs betweyn(115ahdl,69%j:,plu~::','r~:>
0" , ,"". ", , '.::",f' O

_ ,:,< •. ~/"'(';.'~' . .f ';'~"", <O,·*~i~;::~.. :~'~'·;':'·,<.':·:!,:~1·:r;~i~t:;~~

3QYo x· costs bet'V.e~l):~.Cl.pO.'anci"~.~O,O,,Y(i) ,~ptp·s~'~'~""~';:~~;~Y~~V~t~:

, ... 60%xcosts betWeen{200"anci2S0%' plus;-";:~~,~£:;

"75% of cOst in excess of25U%OfN~icpt·:::,~~ .
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• Currently three mechanisms.in plac~·that·· ....,".'
I ./, ' ''I'' "',.. . .' I'" ~ I"td '

.potentially place limits,on i!ldivi~llal~tu<:ly ::;.,..;.
... '" I. ~.::.• '" ."\. - ,.'. !. .~, , r--"" -"':~' '-~, ... ,., :'.' ~ ..~r'·J.,.·\:: ........_,..'~ .. 1::"-··-·~·1· I.,:." .. ,;,:t';'l~ ...~.L\J~.:

. area loop costs .and/or e.xp¢·nS·e..·~..a·dju§tnie:ut.~·,.~:-.~,:.:;r,.·!;<:.:
levels' . ' '.. ,.'i".,,· ; '< 'i,,;. ...

. .: ~ r!" I ~'. ... ... ':.';.'::.'r;' .. '" ,
, .., . .r,. . ~ Co \' I I ..i. "{.t 1 •

- Corporate OperatiQns Expens'~. Limitation:.~: ." '. ":?}\.".
, • "~ cf ,";, ',: • ..".L,~· :,.:';'.,' "'.' -!r·;~A;<~.. • :>". 'J::':! .·,~·;..l~~f-~~I;~~

-,.' Cap .on Grow~h irtTQtalp~FEX:p~DS.Y··:·'~·:~"/~~:'·;'~~'~·'i' .,.>~::...~:.~.~.t.(.~:~,/~:~

. Adjustment ' .'" .....,,,'" '>," •.• '-';'<:,:':. >~t~:I;L:

,,\"'.-., Cap:bli IndividllaJ1~~:-$ tudy, ..Ar§~.,~SF .P;ayl#.epts :,:,;.<.:.·~.,~.:~~;f:,·,
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'. Corporate Operations Expense:·~.·,
'. . " . " .' .,.

-"L'"l·'m'1·ta'tl·O·n''." ,'. -: ' ,<':) , A ',:>', "",.".~,':,~,;,,\;::::~:
, , ..:. ,~:~ . . 't",'1

. ' - . . . .' ..
. .'. ...... 'f;";:'"

... ? " '- ,,-~, "..... ;
'. " -', '"

• Since January 1, 1998 TotalCorporai~-~ 'c"}:'
"i "1 ~'l' I . "\' . ,. • ....., :r.''''

, Operations Expense, for purposes of,'" ",., .;.,
'. '.' '. .' '- '_. ',."~" " ',' • ," ...' , ....,{ '1,' ,.w... • • ,. ,': .' ~ " ",.:,~.;.r=:.l~~;:~"::

calculating universal service s\lPPPr,t~: ;',.,; r-<,.'~':"~:

payments, have been limited to theie~ser, '...". \;'-';

f - ' ,': .- ,/\:~; '. . J~~f'o '. . . , ' " .... ,. ',",
, ,'" .' ,. ",-,; ~ : .>. ',.' .. 'r~~··\'.'i. ",:,~.~' 't<":',>~~i;~{::~'

-, '" actual ave,rage tnont4lyp~~-:liti~::;Cqrp~~ate -':, ,,~--::'.;'-::'~~~;f;;f~'f~::
Operations Expense· or.' ":\. '" ,'. ....':;'";: ..-'.,'f,\:~~§:'.:;

, " , " , ' .. , ' , ' " ' ':' , ,.' < .' "

',.
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Corporate Operations'Expense' ,,'~~~,"
• . ' •••• . : j .~

Limitation (cont.)· ' •• ,".","_"'::(~?i.~:;
, ," .: ".-"'., .... -: .... ,", <".::';;',',.>"':

- For study areas with" 6,000 or few~rworking loops the ;".:..:,'. <:

amountper working 'loop shallbe',$31. 188 -(.0023 x . ':~J '
,i the number of ·working .loops);'9fo,.:·$25,OOO,-T ·tbe"~. ,".- ...:~<:-.. ' ':-~:~"~::~-~~f;;E~~

,number of working ioops, whicfi~v~r\is"'gi~ai~~ ..'.. ;,';'-:.~:'::':.~'.:'::' ,.:~::::~·\,:·'.~:·r;~·:
- .. ~'. . . , '. - ,', , .

- For study areas with- more than- 6;000 but f~\J6~ than., " '~,~~;_,;
18,006 working loops, the amount: per working~~loop'" , ',', ",>~5~:: .:

.shall be .$3..588.+(8~,827.60 +,th.e'~Jlmberof.)¥9J~iD-~'::~,~~~[~~
.,loops) .", . .' '_ ': . '. ,. "';,~ :'__ / ...... ;,;< ,"; '-;~':;:,:' "";;: ,~{;;;;i~~:~Yj~-:

- For study areas with~ 18,006· ot'rribre workihg'roops,'~he~"~;~"~;;.r~' .,,~

am0 unt -per workingJoop shaI19t;:;i$8.188 <,'..•• ~;: .'. ..' ,;~.';~~; ,"
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.Limitation (cont.) ". .\, t·':'·.~"~.:;;~~:

• Fixed $ per / loopJimitati~h,doesn~(" ·..·.-··,;:,;·;···'~,i·::
, ' , " ' '", ' ,., ' . ,.' -:'\, I> •

recogniz~d inflation " .•. '•..•. '. '" ". ',> .. _"'~'.'~,,.;<
" ,', .', . ,,",'. ' . " ,:"" ..:»;.., " ,- _ , ";",,,1, '.>do '.. ,I~,.:,.~"....,I,.<,:·,-"".:.!:di"~,'i;~~~

• Number of rural.c()mpani~~jlnpact~~:/···;.,{;~--<~::;r/;.;~:;
• . .... ". . ~ ".J ....: '. ~ ~ .",::.:'~ ,'. .~. -'\' :.q;.' ... (.... ~ ..~

increasing annually .. ,' >,.. .. ;;., .::r:>'
, ". , , '.-; '. "4, \' • .,; . ,\a

, I ' I, , ,. \~ . . • .' \J , .- - .....'lit -, _.' '., .>' ~.: t - ~ ,,::. -~:,~-

• Per company monthly im1?~.ct~ il.Jclti4~41tk;"·.;:,;~;~~i~
material atAttachmentC'>'··~··: ,. : .' .:.. ;;;::,;;,f·:S};;:~~:~~(,~;:

. . .-', ~' . - --,'.:,- -" - - , ':', :~'. " - .~"t{}:~h~'. ::
. .._'~" L.J- .' , ,'::~-l" ~: ,.,: ~'. ~

",. '

"/;"
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~o,:~~",;",,-,y,- "i'~ itation on Growth in Total'· ...;; ..;
~Jtft~:~t:·':~~~~~~~:~ '; · ····USF. .' .' - . 'J~.:.'_,~~:'<':;:'\;;~

~~-:""."~ ".';/.'-\\..-'/ ''';:k\l~-, ' . .... '-;"~' .';, -'" •- . - ':
~ ~~,~::-Y~=-";" " <~;::.;:~,' 'd. .,; . .' " • . ", ;. .' . . - - " ~ '.' ': ••. :.. =.-. Limit on Growth in Overall Fund Size"" .~. ,,' ~ .~> ,::

, - ,I ..; : • ":- .~:~ • , J,'- . • ' •. ":t:' I

, I 1 I • \ ... , 1 '1.. . .

(. .: introduc~d beginning vyith 1~94.,s1fPpq.rt_<- _:,', :'::'.,,:,
LJ . . '. I" . ', • ., ~. , ' . . • .' ':'~" .:: .• . '.~:'i'·'· '\":: ~~::""~'''''-'',.,.' "."'·:r,;r~~'i'~.((. '-payments ." .. . .... """~',: : >"~.",;,;".!,,,:,~., ..... , .;>:.:;;~,.. :"~.:~~r. '..:. ..;:, . ." ;' •. ';:, . "':'. '.'~-';:,: ,,.' "';;'\ ,,:. '~:'<:i:'~~~{' '.. :. :.. ;

-' The annual amount 'of the.tota(natjonwide loop cost,...·:;· :G~':::\.. ,:.,~

expense' adjustment c.alculated plft;Suant to ,S·~yfi.on·3.6:9f';::,~,,:~ff"
. . ~. .: .,:-, .~ '. .: ,> ;.,.. ~ _.' : ", '.~ _4':.:-~~_'('~;..,

the Commission's rules may not~xceed~the,a.t(fOJJ.i1J.:.(lf,;,~:';,!.,L::~~}~r;~·
, ..' - v ••• , ->' .~. .. ',-'.- , ,"'.: 1.,_' ~"":.. ' ,.- •.. ;'~_-+ . ~.:<~.:..:j....-i':::K·.'." ...... ~,:

·..the to.t~lloop cost, ~xpense;'aqj~§tIl1erit fo~, tli~::prec¢4iqg;~Z~~;;!;':~?~·c·;
.. ."""'. . -:. .... _ ,.. ..'. '. '.:- ~',: _.'. -'::;.', i-·" oj';;'" t... !. '" .

<;alendar year, increiased by,the:f'ate of~nCre·as·e~in. th~:)·· ~\.~~:';~:j~,;;... ,','

. total number ofworls,ingloops d~~~ng the pre(;~ding> ~":>,~" .

.'
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Limitation on Growth in Total·. ; ~;;:

USF ,(CO"nt .:,),.. ", ,j .~. . ,>'. .::.. ~ '·o/~t·{,~.·. . '. . '. ~., ",' ,-.. , .' ,..', " .< ~; ;.\,' . :., .... ,",

'. . '" ..' , , • ". ' .; ",: :. 0,:. ,.' :: '-": :,. ,~,~"c:'
, ... I : • ~. : .~. ;. j-,' ••

. ',." ,

. . . '. . . . ..~ ~'-'.~' . ~ .;.~ .> ... '.~. •

• Limitation' accomplishe·d through imputing a NatiQnal··.... ' .'..". :'"
" Average Cost per Loop,(NACPL) that produces the' .....~~/:;.. :
. appropriate:level offunding: f •. ,:.,. ,', :r.~;'~:l;,·:~:,:.>.:;~.;·, ":'.:~,··~;:;~X~i'~~:<

- .calendar year 2000."trueNACpL"of:$239.:4Jrpfoalic~4:-",~;···:
a funding requirement of $1,026M.... ',' ,~.::, .-".-, " .:...: " \,t'~'~\','/

. . . .'. .... .;:.,,:... ',' .".' . ;:::~:.. .

- imputed'NACPL of$251.76 requlredto m~et.:~'·().OQ·,: ..':.·:.,:~f:~r'.,·
.' funding limit of $893'8M;', ,..: ,~. ,:< >~' ·::,.:;~:X:\':; ;'-~:/- ":.:-::., ··~'·~ilik.~

'. .. .' .' '.' .". . '. " " ,'. >', ,{;,:~;'.'..'~> .... ,.:\.," ~ -." ~/: ;L~~:~~{-.. ··.~. r;

.• Support ,available. for,any sttidY~-a~eq.· WhOi§~_ an~.~;~rI6tfp/-"::~>;,;(~~f~~r·i);·:·:~:;
• ~ . ~~ -. .:..: ',. .' . ." -.-!"~... -.- .• , ....-,.~... ' h,·f';;•./,!"l... -

costs are greater than $289.52 (115%. of$251.76 9f,1.21 0/0"".' "-'_':~t~',<
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Impact of Limitation on RtlraF:'~'"'~'~;.y"
. c"''·':a''. IT'I'·e"r:·U·····'SoF 1·n···'20·'·O~ '0'•... '\, .·,;;,.····:·,··:.,N;;;

: •.. , - .,.: .• o' ~~ "'._' _ ".}.T " !

1~;3' Rural' ~tudyAreaS ·loseallsu~pict~~~c.;(··.':··:\·;':
'j • ....1• .' ' ;\" ...~ .' , .... \ .....: .' ' . '. ," I ~, ..'~.1- I.

to higher;threshold. . ,. .' .',_ . <\ ...~..·.'::;;4"
, ,:'C".' " "', .' ,~._ :., , ":~:.'~"':"""'T ·-' .. '":7J:'·"..\~",,~;:-,,':.,~·: t.· •• ~ •... <.:~*\;~1;~

1;019 Rural Study Areasil?-onthi:Y·:s'~iu10i1{·?{:;~:,,~;.t··;;~;
reduced' by up to $.92 perl1Ile ."j '."~;:)....•.•...: !;C5'.;
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NECA Rural Broadband Cost Study:
Summary of Results

Executive Summary

TIlls study estimates the investment dollars needed to upgrade rural study area
lines in NECA's Corrunon Line pooP to broadband capability. Included in the
estimate are plant upgrades on the customer side of the switch. Not included in
the estimate are investment expenditures on DSL equipment, switch and
backbone transport to other service areas or the ongoing maintenance of the
upgraded network necessa.ryto provide broadband services.

The results confinn two widely held beliefs about wiring rural America for
broadband service' that seem contradicto.ry on the surface. First, the estimated
bill for completing the job is enormous, about $10.9 billion. Second, rural
telephone companies are rapidly deploying a broadband capable network
According to the study's respondents, about 65% of rural lines will be capable3
of providing broadband service by 2002. TIlls fact, coupled with the ambitious
rollout of data-network services documented in NECA's Access Market
Survey, show that rural telephone companies are trying to meet their
customers' needs for high-speed lines. Whether the pace is quick enough for
policy-makers, or the targeted penetration rates are high enough for them to
accept, will detennine the funding needed to reach public policyobjectives.

I Based on the 1996 Teleconununications Act, the FCC has recognized 95 non-rural and
1301 rural LECs (The latter includes both NECA and non-NECA companies.) Of the 1301
LE Cs, 111 are companies NOT in the CL pool. A further investigation indicates that an
additional 49 NECA LECs were omitted from the Fecs rural!nonrurJ.1list. Therefore, a
total of 1239 (1301-111 +49) of NECA's a pool members are Rural.
! The FCC defines broadband as «having the capability of supporting, in both the provider­
to-consumer (downstream) and the consumer-to-provider (upstream) directions, a speed (in
technical teffilS, 'bandwidth') in excess of 200 kJobits per second (kbps) in the last mile."
Inquiry Concerning the Deployment of Advanced TeIeconunumcations C"1pabilities, cc
Docket No. 98-146, Report, 14FCCRcd2398,2406(1999).
J A broadband cap,lble line can potenti'lily handle high-speed services. If the telephone
company does not offer these services the line is still defined as broadband capable.
4 National Exchange Cll1ier Association, Inc., Access Mlrket Surveyof NECA's Tr.lffic
Sensitive Pool Members - Keeping America Connected: The Broadband Chailenge (1999)
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Background

The FCC and several members of Congress have suggested the need for a
targeted initiative aimed at deploying advanced telecommunications services in
rural America. As defined by the Telecommunications Act of 1996 (Act),
advanced telecommtmlcations capability refers to "high speed, switched
broadband telecommunications capability that enables users to originate and
receive high qualityvoice, data, graphics, and video telecommunications using
anytechnology."s A keyconcem is the ability to provide broadband capability
in rural areas, where the cost of implementing necessary telephone network
upgrades is expected to be significant.

There are a number of factors which typically increase the cost of serving
customers in rural areas, such as large size of exchange areas, low line density,
and scattered distribution of telephone customers. The exchanges of rural
companies in NECA's Common Line pool cover 35% of the land area of the
48 contiguous states plus Hawaii, but serve just under 6% of 1990 households,
or roughly 5% of 1998 USF loops.6

Report Highlights

The cost of upgrading rural local exchange carrier networks of NECA
Common Line pool members was derived from two studies. The first was a
detailed engineering study that was completed by a sample of companies that
had or were in the process of upgrading their exchanges to broadband
capability. TIlls studymeasured the cost of upgrading lines. The second was a
deployment study completed by a sample of other companies to estimate the
percentage of lines that would not be upgraded to broadband capability by
2002.

5 Section 706 of the Pub.L. 10+ 104, Tide \III, § 706, Feb. 8, 1996, 110 SUt. 153,
reproduced in the notes under 47 USC § 157.
I, Universal Service Fund (USF) 1999 Submission of 1998 Study Results by the National
Exch~lnge Gmier Association (Oct. 1, 1999).
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